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Executive summary 

The purpose of this letter 
This is our audit and inspection ‘Annual Letter’ 
for Members which incorporates the Annual 
Audit Letter for 2003/04, and is presented by 
the Council’s Relationship Manager and District 
Auditor. The letter summarises the conclusions 
and significant issues arising from our recent 
audit and inspections of the council. 

We have issued separate reports during the year 
having completed specific aspects of our 
programme. These reports are listed at 
Appendix 1 for information. 

Appendix 2 sets out the scope of audit and 
inspection. 

Appendix 3 provides information about the fees 
charged. 
 

 

Key messages 

Council performance 
The Council has continued to make significant 
progress in improving its performance and 
management processes. There is a sharp 
awareness of what needs to be done to improve 
the wellbeing of the community and the council’s 
ambitions and priorities reflect this. Joint 
working with partners is strong and ambitions 
are shared. There is a clear desire to engage 
with the community in establishing priorities and 
local needs, but there are some gaps in the 
approach to achieving this. 

There are excellent achievements across many 
services including key areas like education, 
social services and regeneration. The integration 
of social services with the Primary Care Trust 
has been a major development and is starting to 
show noticeable improvements for service users. 
Significant progress has recently been made in 
formalising the governance arrangements 
supporting the partnership.  

Good progress has also been made in improving 
environmental cleanliness and in processing and 
administering benefit payments. The council’s 
improvement plans need to give priority to 
improving aspects of housing, customer access, 
the quality of some leisure facilities and reducing 
vehicle crime. 

The council continues to effectively invest in its 
staff and capacity has improved over the last 
two years. Staff are valued and well motivated, 
but sickness absence levels are still high. 
Performance management is also much 
improved from two years ago and is now 
integral to day to day management 
arrangements. Reporting of performance is 
effective and poor outcomes are challenged 
openly and robustly. The arrangements for 
ensuring that performance data is accurate and 
reliable need some further development. 

Financial and risk management are strong. 
Further good progress has been made in 
producing the accounts earlier and the accounts 
are now supported with good working papers. 
The asset management arrangements have 
recently been strengthened but there are 
opportunities to improve scrutiny processes. 

Other accounts and governance 
issues 
The Council’s overall corporate governance 
arrangements are good in most key areas. 
However, there are elements of the council’s 
financial controls that need to be strengthened, 
for example, ensuring that the arrangements for 
reviewing the system of internal controls are 
systematic and rigorous and that major income 
systems, particularly sundry debtors, are 
regularly and properly reconciled. The sundry 
debtors balance is continuing to rise 
significantly.  

Action needed by the Council 
The key actions for member’s attention are: 

• ensure improvement actions identified in the 
corporate assessment are built into the 
council’s improvement plans; 

• strengthen scrutiny of asset management 
arrangements;  
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• implement review of the system of internal 
controls; and 

• strengthen debtor collection and 
reconciliation procedures. 

 
 

Council performance 
The Audit Commission’s role in the 
Comprehensive performance assessment is to 
form a judgement on the performance and 
proven corporate capacity of local authorities. 
Updated judgements for all single tier authorities 
were published by the Audit Commission in a 
balanced scorecard on  
16 December 2004. The results of Knowsley’s 
assessment are provided in the scorecard and 
summary text below  

CPA scorecard 
 

Element Assessment 

Overall Good, subject to 
review * 

Current performance 

education 

housing  

use of resources 

social care (children) 

social care (adults) 

benefits 

environment 

libraries & leisure 

out of 4 

3 

1 

4 

3 

3 

3 

4 

2 

Capacity to improve  4 out of 4 

(Note: 1=lowest, 4=highest). 

* A follow up housing inspection by the Audit 

Commission was completed in January 2005. If the 

assessment is two star or better the council will be  

re-categorised as excellent in March 2005. 

Corporate assessment  
A corporate assessment was conducted in 
October and reported in December 2004. Our 
review found that the council has continued to 
make significant progress from the last 
corporate assessment in 2002. It is building on 
its strengths and is improving its ability to 
deliver change and manage performance. There 
is significant improvement in service 
performance and these achievements are 
supported by investment to ensure improvement 
continues into the future.  

The council has a deep understanding of the 
scale of the problems and opportunities it faces 
and has shifted its ambitions to reflect this. 
Emphasis is now placed on social and 
community regeneration with a clear focus on 
improving the lives of residents. Partners share 
the ambitions, with the council willing to take 
the lead in driving change. Ambitions are 
realistic and underpinned by clear and robust 
delivery plans and targets.  

Priorities are clear, balance national and local 
issues and reflect sound consultation. The 
council values engagement with communities, 
partners and stakeholders although there are 
some gaps in its approach. Improvements in the 
business planning framework mean that 
priorities better align to funding. However, there 
is a complex set of lower level priorities.  

Officers and members at all levels focus on 
delivering priorities and are clear about what 
needs to be done. They are supported by good 
meeting structures and forward planning 
arrangements. However, there has been 
insufficient focus on some services, such as 
community safety and leisure.  

Staff are valued and well motivated. Staffing 
capacity has been boosted in the last two years 
and this is helping support improvement. 
Sickness levels, while falling, are still high. 
Finances continue to be soundly managed and 
external funding supports priorities. Partnership 
working continues to be strong.  
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Performance management is much improved 
from two years ago and is clearly driven from 
the top to individual staff. Regular reporting 
instils a culture of monitoring, evaluating and 
challenging of performance, but this is not 
universally in place and members do not get all 
the information they need. Plans are in place for 
further strengthening the arrangements for 
collecting and reporting performance 
information. Strong financial management is 
supported by improved risk management.  

There are excellent achievements across many 
services. These include education, social 
services, regeneration, improved environmental 
cleanliness and benefits. The integration of 
social services and the primary care trust is 
starting to deliver noticeable improvements. 
There are some successes in tackling community 
safety but Challenges remain in relation to: 

• improving customer access; 

• achieving consistency in quality of leisure 
facilities; and 

• facilitating reductions in vehicle crime.  

The council has identified much of the resource 
needed to deliver its service improvement plans, 
but some finance still needs to be found. The 
council continues to invest in building its own 
capacity to support its priorities and effectively 
uses external challenge to drive change. 

There is a strong culture of learning across 
services and a willingness to seek out learning 
from other organisations. However, staff 
learning is not consistently captured, shared or 
systematically evaluated. Future plans are well 
founded on priorities and effectively balance 
physical and community regeneration. There is a 
strong track record of delivering change and this 
is supported by plans that reflect staff, partner 
and community views. The importance of  
sub-regional issues such as transport provision 
are not always clearly articulated. 

Other performance work 
There are risks for the council in relation to the 
health and social care partnership and asset 
management and key issues arising from 
reviews in these areas are reported below. 

Health and social care partnership 

The growth in partnership working between the 
council’s social services department and the PCT 
has been significant and impressive over the last 
two years. Both the council and PCT have been 
conscious of the risks involved in partnership 
working and have taken steps to minimise these 
whilst not wanting to place barriers in the way of 
joint and integrated developments.  

The council and the PCT are achieving 
improvement through their partnership and 
integration arrangements. There is clear and 
strong leadership for the principle of closer 
working and this is supported by staff at all 
levels. Staff and managers value the strong 
leadership and are empowered to develop 
innovative local solutions to problems and to 
develop ways in which close partnership and 
integration can improve services.  

Formal and agreed governance arrangements 
have  recently been adopted by the council and 
PCT. Focus needs to remain on ensuring that the 
draft overarching partnership agreement, risk 
assessment underpinning the agreement and 
business plan for implementing the new 
arrangements are finalized and robust. 

New and amended human resource and 
communication processes need to be 
implemented to obtain consistency in terms of 
staff understanding, employment terms and 
conditions and to build on the high level of 
goodwill and motivation which is already 
evident.  

Asset management 

The council is still developing its strategic asset 
management arrangements and plans, though 
many of the key components for those 
arrangements are in place and the asset 
management plan has been scored as ‘good’ for 
CPA purposes. The Estates Core Group has 
recently been established to ensure a more 
corporate view is taken in managing and 
utilising the property portfolio. Some of the 
areas in which further development is needed 
include: 

• enabling the scrutiny function to perform a 
valuable role in challenging the major estate 
management initiatives which are emerging; 
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• implementing a strategy for selecting 
buildings for disposal to ensure that 
maximum financial and other benefit is 
derived from future sales; and 

• communicating the new corporate approach 
to asset management and what it means in 
terms of service improvement, across the 
council. 

Inspections 

Waste and Cleanliness of the Environment 

We carried out an inspection of waste and street 
cleaning in February 2004.  

Waste and street cleaning services in Knowsley 
are good. The council has redesigned services so 
that refuse collection and street cleaning 
services better meet the needs of local people. 
Satisfaction with the refuse collection service is 
high and the area is generally clean and tidy. 
Recycling facilities are widely available but 
access to service is limited. Recycling levels are 
low but improving. Satisfaction with street 
cleanliness has not improved despite 
investments in this area. 

Prospects for future improvement are promising. 
The council’s ambitions are strong and are 
backed up by resources. The council is working 
with the Mersey Waste Disposal Authority 
(MWDA) on a long term waste strategy for 
Merseyside. 

Good progress is being made in a number of 
areas such as bulky waste collection, flytipping 
and a programme of initiatives to improve 
recycling levels is being rolled out across the 
borough. There is a strong commitment to 
improvement throughout the council.  

Our inspection report set out a number of 
recommendations to further improve services. 
They include: 

• continuing to work with the waste disposal 
authority to develop a long term waste 
strategy for the sub region; 

• strengthening community engagement to 
continually improve services; and 

• ensuring that enforcement and education 
work is effective and having the desired 
impact. 

Other housing inspections 

Homelessness and Housing Advice Service 

The homelessness and housing advice service is 
fair with promising prospects for improvement. 

The council is customer focused and there are 
high levels of user satisfaction with the advice 
service. The council uses excellent bed and 
breakfast accommodation and has good links 
with providers of temporary accommodation for 
vulnerable people such as the homeless and 
those suffering domestic violence. 

However, there are gaps in services. These 
include housing advice provision, services for 
young people and strategic development work 
with stakeholder organisations for homeless 
people is limited. Service user engagement and 
the promotion of the service are undeveloped. 

Plans to improve services are in place and there 
is a clear commitment at all levels in the council. 
Systems to manage performance are being 
developed. However, the council needs to 
ensure that its future plans are more clearly 
informed by the views of users of the services.  

We made a number of recommendations to 
support improvement including developing a 
vision for housing advice in the borough, better 
understanding the needs of users and improving 
provision for those groups whose needs are not 
being adequately met – for example, young 
people. 

This inspection was carried out in mid 2004 and 
the issues raised above reflect the position at 
that point in time. A follow up inspection in 
January 2005 will be reported in February 2005. 

Working with other inspectorates 
and regulators 
An important aspect of the role of the 
Relationship Manager is to work with other 
inspectorates and regulators who also review 
and report on the council’s performance. These 
include: 

• Ofsted; 

• Commission for Social Care Inspection 
(CSCI); 

• Benefits Fraud Inspectorate (BFI); 
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• DfES; and 

• Local Government Office contact. 

We share information and seek to provide 
‘joined up’ regulation to the council. During the 
last year the council has received an assessment 
from the Benefits Fraud Inspectorate. 
 

 

Accounts and governance 
We have given your accounts an unqualified 
audit opinion and the corporate governance 
arrangements are good in most key areas.  

Audit of 2003/04 accounts 
We gave an unqualified opinion on the council’s 
accounts on 28 October 2004. Good progress 
continues to be made in bringing forward the 
accounts closure process and in providing clear 
working papers supporting the accounts. The 
arrangements for conducting annual reviews of 
the effectiveness of the system of internal 
controls need further development.  

Matters arising from the final accounts 
audit 

The published accounts are an essential means 
by which the Council reports its stewardship of 
the public funds at its disposal and its financial 
performance in the use of those resources. The 
newly formed Governance and Audit Committee 
approved the Council’s annual accounts on  
16 July 2004. 

In last year’s Annual Audit and Inspection Letter 
we emphasised that timeliness in producing the 
accounts will become increasingly important 
over the next few years as the deadline for 
completion of the accounts is brought forward in 
line with the Government’s requirement. The 
council is ahead of its targets in meeting  these 
requirements. 

The council was required to include a statement 
of internal control in its accounts for the first 
time in 2003/04. The statement is an important 
part of the accounts and the council’s code of 
corporate governance. Priority needs to be given 
to finalising the arrangements for reviewing the 
effectiveness of the system and reporting on this 
to the Governance and Audit committee.  

Financial standing 
The council’s financial position is sound. General 
balances, reserves and provisions are reviewed 
annually and are at reasonable levels. Income 
collection performance is improving but sundry 
debtor arrears continue to increase at a 
significant rate.  

The Director of Finance has continued to 
facilitate effective financial management and the 
council’s financial position remains sound. The 
council’s financial standing is adequately 
reported to members throughout the year. 
Whilst there is no indication of any significant 
and unmanageable financial pressures in 
2004/05, the medium term financial strategy 
does highlight pressures in 2005/06 and beyond 
which will require significant efficiency savings 
to be achieved if future council tax increases are 
to be held at planned levels. In determining 
future budgets, members will need to further 
consider the financing options which have been 
made available with the recent implementation 
of the Prudential Code for capital finance. 

A valuable review of balances, reserves and 
provisions was carried out by finance staff 
during 2003/04 which resulted in some 
classification changes. At 31 March 2004 general 
balances and reserves stood at £4.0 million and 
£16.5 million respectively and are adequate. 

The performance in relation to collecting council 
tax and non domestic rates was in line with 
council targets in 2003/04 which represents an 
improvement compared with previous years. 
However, sundry debtor arrears have increased 
by nearly 40 per cent over the last two years. A 
review of the collection arrangements should be 
commissioned. 

Systems of internal financial 
control 
We have not identified any significant 
weaknesses in the overall control framework. 
Internal Audit continues to provide an effective 
service. However, more work needs to be done 
to ensure the timely and complete reconciliation 
of the collection systems with the main 
accounting system. 
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Internal Audit 

Internal Audit continues to provide an effective 
independent appraisal of internal financial 
control within the Authority. Good progress has 
been made in ensuring compliance with the new 
Code of Practice for Internal Audit 2003. 
However, there are some areas where further 
improvements can be made and these include: 

• further developing the audit approach and 
linking this with a medium term workforce 
plan; 

• improving the timeliness of reporting by 
introducing new reporting methods which 
are proportionate to needs; and 

• developing a computer audit strategy ready 
for full implementation at the start of the 
2005/06 audit year. 

The recently appointed Head of Audit Operations 
is positive about addressing these issues and 
internal audit is well placed to continue to 
improve. 

Control account reconciliations 

Control account reconciliations are the 
mechanism used by the council to ensure the 
the integrity of entries in the main accounting 
system. Whilst improvements have been made 
in recent years around raising the profile of 
reconciliations and clarifying responsibilities, the 
arrangements are still not sufficiently robust. 
Action needs to be taken to ensure that all key 
reconciliations are performed regularly and that 
difficulties are reported systematically to the 
finance management team.  

Standards of financial conduct 
and the prevention and detection 
of fraud and corruption  
We have not identified any significant 
weaknesses in your arrangements to prevent 
and detect fraud and corruption, but we are 
working with Internal Audit to understand if 
improvements in the procedures around the sale 
of council land are required. 

Legality of transactions 
We have not identified any significant 
weaknesses in the framework established by the 
council for ensuring the legality of its significant 
financial transactions.  
 

 

Other work 

Grant claims 
Over recent years the number of claims 
requiring audit certification has grown and audit 
fees have risen in line with this growth. In 
accordance with Strategic Regulation, the Audit 
Commission has adopted a more risk-based 
approach to the certification of grant claims. 
With effect from 2003/04 the smaller claims 
have not been subject to audit or have received 
a lighter touch. The approach to larger claims 
has been determined by risk and the adequacy 
of the Council’s control environment.  

The Council’s arrangements for managing and 
quality assuring grant claims submitted for audit 
has improved in recent years. However, there 
are areas where improvement can still be made 
including:  

• timely submission of all claims for audit; and  

• increase the rigour and consistency with 
which quality assurance arrangements are 
applied to all claims.  

National Fraud Initiative 
The Council took part in the Audit Commission’s 
national fraud initiative (NFI) 2002/03. The NFI, 
which is undertaken every two years, brings 
together data from local authorities, NHS bodies, 
government departments and other agencies, to 
detect a wide range of frauds against the public 
sector. Total national savings from the 2002/03 
exercise exceeded £83 million of which some 
£80,000 was achieved by the council. The 
council now has clear and sound arrangements 
for co-ordinating NFI activity and investigating 
data matches. 
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The council is participating in the 2004 initiative 
and in a national pilot project which focuses on 
matching payments made to privately run care 
homes, abuse of blue badge parking permits, 
serial insurance claimants and duplicate 
payments to suppliers.  
 

 

Looking forwards 

Future audit and inspection work 
We have an agreed plan for 2004/05 and we 
have reported in this letter those aspects that 
have already been completed. The remaining 
elements of that plan, including our audit of the 
2004/05 accounts, will be reported in next 
year’s Annual Letter. Our planned work, 
together with that of other inspectorates, is 
included on both the Audit Commission and LSIF 
(Local Services Inspectorates Forum) websites.  

We have sought to ensure, wherever possible, 
that our work relates to the improvement 
priorities of the council. We will continue with 
this approach, in conjunction with your new 
auditors PricewaterhouseCoopers, when 
planning our programme of work for 2005/06. 
We will seek to reconsider, with you, your 
improvement priorities in the light of the latest 
CPA assessment and your own analysis, and 
develop an agreed programme by  
31 March 2005. We will continue to work with 
other inspectorates and regulators to develop a 
co-ordinated approach to regulation. 

Revision to the Code of Audit 
Practice 
The Audit Commission has consulted on a 
revised Code of Audit Practice for application to 
the audit of the 2005/06 accounts. The new 
Code, which will be laid before Parliament in 
January 2005, is designed to secure: 

• a more streamlined audit, which is 
proportionate to risk and targeted on areas 
where auditors have most to contribute to 
improvement; 

• a stronger emphasis on value for money, 
focussing on bodies' corporate performance 
and financial management arrangements 
(rather than individual services and 
functions); and 

• better and clearer reporting of the results of 
audits. 

Further details will be provided in the Audit and 
Inspection Plan 2005/06. 

CPA 2005 and beyond 
The Audit Commission has also consulted on a 
new framework for CPA in 2005 and beyond. 
The main changes proposed are as follows: 

• rationalization of service blocks; 

• ‘achievement’ assessment element of 
Corporate Assessment to be driven by 
review of Community Plan and shared 
priority themes; 

• move away from rigid numerical model, to 
one based on rules; 

• corporate assessments to be undertaken on 
rolling programme, integrated with Joint 
Area Reviews of children and young people;  

• stronger focus on service delivery for users 
and customers; and 

• more robust and explicit view of vfm and 
cost-effectiveness. 

 
 

Closing remarks 
This letter has been discussed and agreed with 
chief officers and it will be presented at the 
Governance and Audit Committee on  
8 March 2005. 

The council has taken a positive and 
constructive approach to our audit and 
inspection I would like to take this opportunity 
to express my appreciation for the council’s 
assistance and  
co-operation.  
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Availability of this letter 
This letter will be published on the Audit 
Commission’s website at  
www.audit-commission.gov.uk, and also on the 
council’s website. 

 
Tim Watkinson 
District Auditor and  
Relationship Manager 
 
 
January 2005 
 
 
 
 
 
 

Status of our reports to the 
council 
Our annual audit and inspection letter is 
prepared in the context of the Statement of 
Responsibilities of Auditors and Audited Bodies 
issued by the Audit Commission. Annual audit 
and inspection letters are prepared by 
relationship managers and appointed auditors 
and addressed to members and officers. They 
are prepared for the sole use of the audited 
and inspected body, and no responsibility is 
taken by the Audit Commission or its 
appointed auditors to any member or officer in 
their individual capacity, or to any third party. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 2004  APPENDICES 
 

 
Annual Audit and Inspection Letter – 2004 Knowsley Metropolitan Borough Council – Page 10

 

A P P E N D I X  1  

Audit and inspection reports issued  
 

Report Date issued 

Audit plan February 2004 

Waste inspection  February 2004 

Internal Audit March 2004 

Community equipment benchmarking September 2004 

S31 governance arrangements September 2004 

Health and Social care partnership November 2004 

Asset management November 2004 

BVPP and BVPIs December 2004 

CPA scorecard December 2004 

Opinion issues January 2005 

 

 
 



 2004  APPENDICES 
 

 
Annual Audit and Inspection Letter – 2004 Knowsley Metropolitan Borough Council – Page 11

 

 

A P P E N D I X  2  

Scope of audit and inspection 

Audit 
Our main objective as your appointed auditor is to plan and carry out an audit that meets the 
requirements of the Code of Audit Practice. We adopt a risk-based approach to planning our audit, and 
our audit work has focused on your significant financial and operational risks that are relevant to our 
audit responsibilities.  

Central to our audit are your corporate governance arrangements. Our audit is then structured around 
the three elements of our responsibilities as set out in the Code and shown in Exhibit 1. 

EXHIBIT 1 THE THREE MAIN ELEMENTS OF OUR AUDIT OBJECTIVES 

 

Accounts 

• Opinion. 

Financial aspects of corporate governance 

• Financial standing. 

• Systems of internal financial control. 

• Standards of financial conduct and the prevention and detection of fraud and corruption. 

• Legality of transactions. 

Performance management 

• Use of resources. 

• Performance information. 

• Best Value Performance Plan. 
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Inspection 
Inspection work is based around section 10 of the Local Government Act 1999, which requires us to carry 
out inspections and deliver reports that will: 

• enable the Council and the public to judge whether best value is being delivered; 

• enable the Council to assess how well it is doing; 

• enable the Government to assess how well its policies are being implemented; and 

• identify failing services where remedial action may be necessary. 

 

The Audit Commission has circulated to all audited bodies a statement that summarises the key 
responsibilities of auditors. Our audit has been conducted in accordance with the principles set out in that 
statement. What we say about the results of our audit should be viewed in the context of that more 
formal background. 
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A P P E N D I X  3  

Audit and inspection fees 

Audit fee update 
 

Audit area Plan 2003/04 Actual 2003/04 

Accounts £77,000 £79,000 

Financial aspects of corporate governance £60,000 £58,000 

Performance £56,000 £56,000 

TOTAL CODE OF AUDIT PRACTICE FEE £193,000 £193,000 

Grant Claim certification £150,000 £150,000 (estimate) 

Additional Voluntary work (under Section 35) Nil Nil 

Inspection fee update 
The full year inspection fee is £51,000. The work reported in this audit and inspection letter has been 
funded by an element of the fee covering 2003/04 and by an element of the fee covering 2004/05. In 
both years the actual fee will be in line with that planned. 

 

 


